PHILIP MORRIS U.S.A. 

INTER-OFFICE CORRESPONDENCE 
Richmond, Virginia 


To: Dr. K. S. Houghton Date: August 23,1990 

From: W. F. Kuhn 

Subject: Compliance with the FTC Agreement on Advertisement 

Recommendations: 

To fulfill compliance with Federal Order 6B, I highly recommend that year-to-date 
brand data for tar and nicotine from the Operations Services department be forwarded to our 
legal counsel in New York. The carbon monoxide values will continue to be supplied by the 
cigarette Testing Services Division since no other laboratory within Philip Morris compiles 
these data. Operations Services personnel evaluate the data generated by the Quality Assurance 
laboratory. 

Additionally, our legal counsel should be directed to modify the Federal Trade 
Commission (FTC) agreement of June 30, 1987 in regard to the use of external tar and nicotine 
data in our advertising. In the original agreement, Philip Morris is required to use the tar and 
nicotine data on cigarettes smoking in the Tobacco Institute Testing Laboratory (UTL). 
Operationally the Company needs some latitude between our internal data and that generated 
by UTL to minimize changes in advertising. Acceptance of a deviation of ± 12% would be of 
great benefit without impairing consumer information. 

In the next sections, explanation of prior operations which lead to the two 
recommendations cited above are described. 


SAMPLE TESTING PROTOCOL 

The sampling procedure used by Quality Assurance, Cigarette Testing Services (CTSD) 
and the Tobacco Institute Testing Laboratory (TITL) for samples is described in the following 
paragraphs. 

The objective of sampling by Quality Assurance is to monitor cigarette production from 
each factory location to determine if brands are being manufactured within the specified tar 
limits. Quality Assurance tests each brand that is made in the various factories on a weekly 
basis. Each cigarette brand has an individual tar value which is reported by factory. Values for 
each factory are compiled to obtain an average for that brand as manufactured in the various 
factories. 
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The objective of the Cigarette Information (CJ.) program within CTSD is to monitor 
competitive brands from the marketplace in order to keep management informed of new brand 
introductions and brand modifications. Cigarette Testing obtains samples of ail brands from 
wholesale outlets in ten different cities (Attachment I). The purpose of sampling from 
wholesale outlets is to obtain the latest production possible from each of the manufacturers. 
Samples are tested for tar and nicotine deliveries monthly. Philip Moms brands are sampled in 
order to develop a baseline which compares PM brands to competitive products. The tar and 
nicotine data obtained in our laboratory are used to detect brand changes in competitive 
products. It is assumed that our products and the competitive brands were manufactured in 
equivalent time periods. A detailed explanation of the C.I. data is contained in the bimonthly 
Cigarette Information Report. 

The objective of the Tobacco Institute Testing Laboratory (TITL) is to inform the 
consumer of the tar and nicotine deliveries of all cigarette brands (test market and national 
distribution samples). TITL collects one pack from each of two retail outlets in fifty cities 
(Attachment II). These cigarettes are usually sampled from the marketplace in the first quarter 
of the year and the data are published approximately 18 months after the samples are obtained. 
It must be understood that samples tested and consequently, the data reported by TITL are at 
least 18 months older than data provided by both Quality Assurance and CTSD. 

Three items of note: 

1. The Corporate Products Committee establishes tar and nicotine 
specifications. 

2. Tar specifications are set for new brands by R&D Product 
Development personnel using Cigarette Testing Services 
Division data. 

3. Week-ending Quality Assurance data are available to Operations 
Services personnel on a weekly basis to determine that the brands 
are within tar specifications. 
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ADDITIONAL BACKGROUND INFORMATION 


Prior to 1987, when both the PTC and TITL laboratories were in 
operation, THE Federal Trade Commission (FTC) allowed the tobacco 
companies to use either FTC data or data generated in the individual 
company’s laboratory. The reason for this allowance was that the FTC 
data as published, represented data that were generally 2-3 years old. For 
this reason, there was never a problem between FTC data and Philip 
Morris data. When the FTC laboratory originally started, it was supposed 
to test all cigarette brands on the marketplace once a year. Due to 
limitations of laboratory facilities and support personnel, the cigarette 
samples were spaced approximately 2 years apart. 


In 1987 with the closing of the FTC laboratory, an agreement was 
generated by the various company’s lawyers which stated that TiTL data 
would be used for the FTC report to congress. This report appears in the 
Federal Register about 12-15 months after the cigarettes are delivered to 
TITL. It was further agreed that TITL would sample the marketplace 
once per year and this data would be used by the individual tobacco 
companies for advertising purposes. The only exception to this 
agreement was that until a new brand was introduced or an existing brand 
was modified, the cigarette company could use data generated in its 
laboratoiy until TITL obtained a representative sample from the 
marketplace and publish the data. 


Form 6B is a form filed once a year by the New York Office to the Federal 
Trade Commission. In addition to other information, tar and nicotine 
data are listed for each brand that is sold in the United States including 
military stores. This information is usually requested once a year from 
our New York Office. Since the onset of this request, cigarette data from , 
CTSD has been forwarded to the legal department in the New York J 
Office. 
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Once a year, Philip Morris is requested to forward to TITL a complete 
listing of all brands that we have in national distribution plus any brands 
in test market. This document is used for obtaining samples for the 
market sample. Generally the request is made in December and samples 
are generally picked up during February and March of the next year. 


Rounding Numbers: The FTC and TITL have used the following practice 
for rounding tar data. If a tar value is between 15.5 mg and 16.4 mg, it is 
rounded to 16.0 mg. If the tar value is 15.4 mg, it is rounded to 15.0 mg. 
Also, if a tar value is 16.49 mg, it is finally rounded to 16.0 mg. If a tar 
value is 16.50, it is rounded to 17.0 mg. 
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Upon completion of the testing by TTTL, each contributing company 
(Lorillard, Liggett & Myers, American Tobacco, Brown & Williamson, Reynolds 
and Philip Morris) receives a draft copy of the data for their own brands. Each 
company has thirty (30) days to review the data and request retesting for any 
brand that is outside their target specification. It must be emphasized that the 
retested cigarettes are from the same sample pick-up; therefore, it is highly 
improbable that the TITL values will change. Currently, TITL personnel will not 
resample the marketplace for additional cigarettes. 

Because of the large time delay between the TITL testing of our product 
and the current production as monitored by our Operations Services department, it 
is highly probable that the tar and nicotine data will not be exactly the same. This 
observation is particularly acute at the full flavored brands. Because of this delay, 
it is prudent to use year-to-date averages from the Quality Assurance data base in 
comparison with TITL instead of the existing protocol of comparing Cl data 
internal to R&D to that of TITL. 
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Attachment 


Cities used by Cigarette Testing Services 
for the C.I. Program 


Atlanta, Georgia 
Charlotte, North Carolina 
Chicago, Illinois 
Dallas, Texas 
Louisville, Kentucky 
New Orleans, Louisiana 
New York, New York 
Richmond, Virginia 
St. Louis, Missouri 
Washington, DC 


cc: Central Files 
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